INTERIOR DEPARTMENT APPROPRIATIONS FOR 1953 


THURSDAY, APRIL 17, 1952 


UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-82, The Capitol, Hon. Carl Hayden, (chairman of the subcommittee) 
presiding. 
Present: Senators Havden and Thye. 


BUREAU OF INDIAN AFFAIRS 
HeautrH, Epucatrion, AND WELFARE SERVICES 
STATE OF MINNESOTA 


Senator HaypEN. The subcommittee will come to order. 

The Bureau of Indian Affairs has provided the committee a table 
showing its program for fiscal year 1953 in Minnesota. I shall insert 
this in the record at this point. 

(The table referred to follows: ) 


Statement of funds included in the 1953 appropriation bill as passed by the House 
for activities in the State of Minnesota 


tiv Budget esti- House allow- 
Activity mate | ance 
Health : ; $750, 500 1 $750, 500 
Education 330, 668 3 327, 158 
Welfare § 240, 352 $4151, 349 


1 Includes $320,142 for State TB contract. 

2 Includes $322,090 for education contract. 

3 Welfare item includes $132,125 for boarding-home care, which amount represents per capita allowance 
for Pipestone School carried in education in 1952. As a result of the House action it will be necessary to 
transfer $132,125 back to the education activity for the operation of Pipestone. 

4 Includes $132,125 for Pipestone and $19,244 for social services. 


Nore.—The original welfare estimate included $100,000 for Minnesota for general assistance. This was 
reduced by Bureau of the Budget to $85,892. The application of the cut by the House eleminated this 
entire amount for relief of Indians in Minnesota now receiving general assistance from their county depart- 
ments of public welfare. 


Senator Thye, you have some gentlemen here from Minnesota that 
you would like to be heard? 

Senator THyr. Yes, Mr. Chairman. Senator Mullin will make 
the first statement and the other two gentlemen will also participate. 

Mr. Chairman, I am very happy you have given us the opportunity 
of appearing before your committee because this is a very vital 
question in our State. This Indian school at Pipestone is, in my 
own opinion, one that must be continued until such time as we have 
definitely made the positive legislative arrangement in the State of 
Minnesota that will permit a foster home and receiving center, and 
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‘so forth. But in the meantime, this Pipestone School and Pipestone 
Hospital must be continued. 
These gentlemen are here to give you the actual testimony that 
will not only enlighten all of us here, but give us legislative information. 
Senator Haypen. Unfortunately, I have never had an opportunity 
to visit the Indian reservation in Minnesota as I have in other parts 
of the country. 
I am not clear as to just how the school is located with reference 
to its ability to serve the Indians. 


STATEMENTS OF GERALD T. MULLIN, STATE SENATOR, STATE OF 
MINNESOTA; LOUIS DORWILLER, EXECUTIVE SECRETARY, 
LEGISLATIVE RESEARCH COMMITTEE; AND F. W. NICHOLS, 
DIRECTOR OF SOCIAL WELFARE 


PIPESTONE INDIAN SCHOOL, MINNESOTA 


Mr. Muu. I will be very happy to tell you about that. 

Senator Tuyre. Senator Mullin will be able to explain that because 
Senator Mullin is one of our senior legislative members in the State 
of Minnesota and he is well acquainted with that question. 

Senator Haypen. We will be pleased to hear you. 

Mr. Munir. May it please the Chairman and members of the 
committee, in response to the inquiry just made by the chairman, I 
am pleased to state that the Pipestone Indian School is geographically 
isolated in fact from most of the Indian population of the State of 
Minnesota. It is in the southwestern tier of counties bordering on 
the State of South Dakota. At one time there was quite an Indian 
population in that area, but that is not true today. The Indian 
children attending the Pipestone Indian School come largely from 17 
counties in northern Minnesota a distance of 200 to 250 miles from 
the school. For seme years the Bureau of Indian Affairs of the 
Department of the Interior has been of the opinion that the Pipestone 
School in Minnesota should be closed and each time that such a 
recommendation was made, the State of Minnesota sent a delegation 
to Washington opposing the closing of the school. 


CLOSING OF SCHOOL 


Two years ago, a delegation from our State engaged in conferences 
arranged by Senator Thye with the Bureau of Indian Affairs, at esp 
time the State of Minnesota agreed that it would jointly formulate 
program with the Bureau which would lead to the closing of the 
Pipestone Indian School. The Bureau sent representatives to Min- 
nesota during the last legislative session in the closing weeks. Meet- 
ings were held between committees of the legislature and representa- 
tives of the Bureau of Indian Affairs. However, it was so late in the 
legislative session that no report having been filed, nothing affirmative 
was done by the State. 

Among others who attended the conferences was Assistant Com- 
missioner Provinse, who represented the Bureau in negotiations with 
the appropriate committees of the legislature. 

We, in Minnesota, agree with the Bureau of Indian Affairs’ position 
that the Indian School at Pipestone should be clésed and that the 
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orphan children and the children from broken homes who are now 
attending the school should be placed in foster homes where they can 
be gradually integrated into the normal life of the community. A 
delegation from Minnesota with Commissioner Dillon Myer in the 
office of Senator Thye, during the month of January, at which time 
our congressional delegation, members of the county boards involved 
and members of the State legislature, as well as the director of social 
welfare and others, participated. 

The matter was fully discussed, and what I have stated above was 
made clear, that that was the position of Minnesota. 


FOSTER HOME PROGRAM FOR INDIAN CHILDREN 


Following the meeting, the director of social welfare of the State of 
Minnesota and Mr. Dorwiller, the Executive Secretary of the Legis- 
lative Research Council, which is composed of a member of the legis- 
lature from each congressional district, appeared before the House 
Committee on Appropriations. They urged and we urge today that 
Pipestone Indian School be closed as of July 1953, but that an appro- 
priation be made by this committee to assist Minnesota in establish- 
ing a sound foster-home program and that the Bureau of Indian Affairs 
be authorized to enter into a contract with the State of Minnesota 
similar to that which exists in the State of Wisconsin, to effectuate a 
sound foster-home program which must be accomplished before the 
Pipestone Indian School is closed. 


AMOUNT REQUESTED 


Our social welfare director believes that an amount of $200,000 for 
the foster-home program would be adequate to initiate the program. 
I trust that 1 have made clear that this appropriation must be made 
in advance of the closing of the Pipestone Indian School. 

Our director of social welfare has the power and authority to enter 
into such a contract with the Bureau of Indian Affairs. 

When our delegation appeared before the House committee earlier 
this year, we made a request for an appropriation of $150,000 to aid 
the heavily populated counties in handling the Indian relief load. By 
heavily populated counties, I mean those with the heaviest Indian 
population. So we strongly urge that your committee give favorable 
consideration to this request. 

Minnesota is not accorded the same treatment as other States, 
including our neighboring States of North and South Dakota, in 
this regard. 

We are advised that the Bureau of Indian Affairs concurs with our 
view that Minnesota should receive the appropriation for relief for 
general assistance to defray the relief costs for the Indian population. 

In conclusion, Mr. Chairman, I wish to thank you and the other 
members of the subcommittee and Senator Thye for your courtesy in 
granting us this opportunity to be heard. 


QUESTION AS TO AUTHORIZATION 
Senator Haypen. I would like to inquire of you and Senator Thye: 


Is there authority of law to appropriate $200,000 for this foster-home 
program? Did the Indian Bureau say if Congress provided $200,000 
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there was a law which would authorize them to cooperate with the 
State of Minnesota in placing Indian children in foster homes? 

Mr. Mutuur. Yes, Mr. Dillon Myer, who was present at that 
meeting held in January, so advised us. Wisconsin has a program 
that we are seeking to follow which was entered into some time 
ago. Because of that we granted legislative authority to our social 
welfare director, knowing that was being discussed, so we would 
have the authority to enter the contract. 

Senator Haypen. I am going to direct the clerk, when Mr. Myer 
and the representatives of the Indian Office are here, that they cite 
us the statute, the Federal statute, authorizing the procedure, so if 
there is any question raised, it will be cleared up. 

Senator Tuyr. In the conference I held in my office, and the 
Minnesota delegation was present and Mr. Dillon Myer was there, 
it was generally agreed that there was no legal barrier or problem 
involved. It was just a question of whether there would be a State 
acceptance and an acceptance on the part of the Indian Bureau 
that eventually if the hospital was closed at Pipestone and the State 
had established a foster home where we could receive the children and 
then proceed to get them into private homes, either by an adoption or 
by some agreed payment for the care of the children, that was the 
general agreement that we had all arrived at at that time. 

Senator Haypen. In principle, I will agree with it just the same 
as I agree Indian children can best be educated by going to the public 
schools and associating with the children in the community. If you 
have them segregated in an institution with nothing but Indians, 
they do not know much about the outside world. 

Mr. Muturn. I may say also that was discussed some 6 years ago. 
But we were not ready at the time to enter into any agreement even 
though it was suggested that one might be arrived at. 


HOUSE REPORT 


Senator Haypen. The House report savs: ‘Educational assistance, 
facilities, and services.’’ It has a general statement for this and it 
reads: 

For this program, $26,367,919 has been allowed against a request of $26,413,000, 
an increase of $2,000,000 above the base for the current year. The program 
under this heading is approved substantially as presented to the committee with 
one exception. The Pipestone School in Minnesota which the Bureau proposed 
to close is to be kept in operation through the fiscal year 1952, 

The only question we raised was, Did the Bureau of Indian Affairs, 
in making up this estimate, include money for that, or does it mean 
that if the school is continued, that money would have to be taken 
from some other source? 

Mr. Muuurn. We are not opposed to the closing of the Indian 
school within the year, but I do not believe the budget request of 
the Bureau contemplated our request for the $200,000 for the foster- 
home program. They did, however, make some request for the other 
item mentioned which was the matter of aid for relief in the distressed 
counties. 

Senator Haypen. We can develop that. 

Mr. Mutuin. The reason that was not properly cared for was 
we did not arrive at any agreement early enough so that could be 
effected. 
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Senator Taye. Mr. Chairman, the next gentleman we will call 
on will be Mr. Dorwiller and he may proceed to give his statement on 
the question. 

Mr. DorwitieR. Mr. Chairman and members of the committee, 
[ am Louis Dorwiller, executive secretary of the research committee. 
We have been working on the Indian problem for approximately 6 
vears. We are very happy to be heard and have the opportunity 
to appear before you. Our time is running out. Iam going to make 
a few brief remarks in regard to relief. 


INDIAN RELIEF ASSISTANCE IN MINNESOTA 


There are approximately 18,000 Indians in Minnesota. During 
the year 1951, in round figures, $250,000 was spent for payment of 
general assistance cost to Indians in Minnesota. Relief in Minnesota 
is an obligation of our local units of government, our counties, and our 
townships. 

Our Indians live in an area which does not have large resources. 
The payment of such funds is an enormous burden to those counties. 

We have astronomical mill rates up there in order to finance Indian 
relief, welfare costs, and other activities of the Government. It is 
my understanding that the Indian Bureau has an item of approxi- 
mately $85,000 in the budget for general relief for Minnesota. That 
has come about as a result of a conference with Mr. Provinse, held 
with Minnesota legislators, 2 years ago when they concurred in our 
position that Minnesota was entitled to receive relief funds as was the 
policy being followed in other States. 

We have not received any relief funds as long as anybody can 
remember. I question the amount of $85,000. I will say very fanlly 
I do not think anybody knows exactly what it can be. Our best 
estimate is that approximately $150,000 would take care of the Indian 
relief load for Indians who are living on Indian land and who should 
be entitled to it. We do not expect that Indians who have moved to 
Minneapolis and St. Paul should receive such funds. 

Senator Haypren. Let me see if the problem is similar to Arizona. 
The Indian resides on land that is not taxable so he contributes noth- 
ing to the county in which he lives upon which has the burden of 
taking care of the old and the sick, the lame, and the blind. 

Kor that reason, it is vour belief that the Federal Government, 
inasmuch as the Indians are still wards of the Government, should 
aid in that relief? 

Mr. Dorwizier. Yes, because they are wards of the Government 
and also because it is the policy of the Indian Bureau to do such 
things in other States. We feel we should be accorded the same 
treatment. In effect, we are asking for equitable treatment and help 
which we believe we are entitled to. 

With respect. to the $150,000, I do not think anybody can arrive 
at an accurate estimate. This would be a contractual arrangement. 
Auditing would prove what a firm figure would be at a later date. 
Our estimate is $150,000 against their $85,000. We would like to 
receive favorable consideration in that respect. 

Senator HaypENn. I assume there is a case worker or somebody who 
looks into the needs of the Indians just as they do for white residents 
who are also in distress? 
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Mr. Dorwititer. Mr. Chairman, if this comes about, we do not 
want any duplication of service and waste of the taxpayers’ money. 
We have county welfare boards in every one of our counties who have 
case workers who are now handling the problem, except they are using 
their own local funds. They could continue to handle the problem, 
but we need the financial assistance to give adequate care. 

Senator Ture. In other words, you are not adequately taking care 
of the welfare of the need of the Indians because your own incomes 
in those areas are insufficient because it is not in the wealthiest part 
of our State. It is in a cut-over area and even though you do levy a 
tremendously high mill levy as an assessment, it does not bring in a 
sufficient revenue that will enable the counties to meet their welfare 
load. And also you get the $150,000 and the Indian is going to suffer 
because there are pot sufficient funds from that county to adequately 
care for the needy Indian and the State has always contributed, but 
it is a financial load upon the State which the State cannot carry. 
We are doing differently as a national government in Minnesota to 
what they are doing in other States of the Union. 

You are just calling that to the attention of the committee and 
asking that an increase in the appropriation for welfare be granted? 

Mr. Dorwituer. | do not like to say they are not taking care of 
the Indians because we do not let the Indians starve in spite of all 
the charges that are made sometimes. 

I would like to put it this way: In determining the budget for an 
Indian, I think a relatively high value is given to a snared rabbit. 

Senator Tuyr. I was on the reservation last fall in November, and 
I would say that some of those Indians’ homes should have been 
improved, and some of the facilities and just the comforters on the 
beds for those poor Indian children to sleep on should be greatly 
improved. Therefore, I am 100 percent for an increase in the wel- 
fare fund. 

Mr. Dorwiter. It is pathetic to visit some of the homes. 

Senator Toye. I went all over that reservation and it was pathetic. 

Mr. Dorwitier. I spent 2 weeks up there during the month of 
January, and it was really pathetic. 

Senator Toye. Mr. Nichols is the director of the Minnesota State 
Welfare Department. He was there, Mr. Chairman, when I was 
Governor. I can vouch for his understanding of the problem. 

Senator Haypen. We will be pleased to hear you, sir. 

Mr. Nicuous. Thank you. 

In order that the record will be clear because of statements made 
before the House, I want to indicate that I] have recently succeeded 
Mr. Leirfallom, who at Governor Anderson’s request, has taken over 
another State department. That is why I am testifying as Director 
of Social Welfare as he did in the House. 

First of all, Governor Anderson asked me to express his thanks to 
you and the committee for hearing us in regard to the Minnesota part 
of this. The two gentlemen who have preceded me have given you 
the legislative attitude, T will tr y to give you the administrative side 
of it as briefly as T can and leave with you certain exhibits which would 
be too lengthy to read but which would be well to be in vour files for 
future reference. 

Senator HaypEN. We will put those in the record. 

(The information referred to follows: ) 
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STATE OF MINNESOTA, 
DIVISION OF SociaL WELFARE, 
St. Paul 1, January 8, 1952. 
Hon. C. ELMER ANDERSON, 
Governor, State of Minnesota, State Capitol, St. Paul 1, Minn. 


DraR GOVERNOR ANDERSON: I am attaching a statement on the Minnesota 
Indian problem dealing with the Pipestone School, and emphasizing a long-term 
plan for solving the problem. 

Although this statement represents my own tentative views, these views have 
been formulated as a result of innumerable conferences and discussions with 
Indians and persons concerned with Indian problems. The thinking of welfare 
personnel acquainted with Indian problems of our State figures very heavily 
in these views, as well as officials of the other 16 Indian States with whom I have 
come in contact as chairman of the Interstate Indian Council. 

I am presenting this statement to you in advance of your Wednesday conference 
on Indians, with the hope that some consideration can be given to this proposal 
at your meeting. Undoubtedly there will also be other proposals. 

I should also explain that these few pages do not cover all facets of the Indian 
problem by any means. Persons who have spent a lifetime working with Indians 
have written whole books about the problem without solving it. 

Sincerely yours, 
JARLE LEIRFALLOM, 
Director. 


STATEMENT ON THE PIPESTONE INDIAN ScHOOL AND A LonG-TERM PLAN FOR 
Sotvinc Minnesora’s INDIAN PROBLEM 


The Federal Government should be commended for taking the position that 
the Pipestone Indian School should be closed. In our opinion this is the right 
position, 

Practically speaking, the Pipestone School is not so much a school as it is a 
welfare institution for dependent Indian children. Reports from all over the 
country, as Well as observations of the Pipestone operation, indicate that this type 
of schoo! does not do an effective job of educating Indian children to take their 
place in American community life and in competitive activity with white children 
Neither is it a satisfactory welfare institution. Being neither a good school nor a 
good welfare institution, and with little possibility of making it serve either of 
these ends effectively, it should be closed at the earliest opportunity. 

The main controversy, therefore, between the State of Minnesota and the 
Federal Government is on questions of procedure and timing, and the inevitable 
question of responsibility for Indian children who will no longer be admitted to the 
school once it is closed. 

A foster home program utilizing bomes in all parts of the State should be set 
up to care for dependent Indian children now at the Pipestone School, and other 
children in need of this type of care. Foster care for an estimated 300 Indian 
children will substantially meet the problem at the present moment. It is 
estimated that such a program would cost $200,000 per vear. We are convinced 
that a sufficient number of good homes can be found if adequate funds are pro- 
vided. Needless to say, foster home care is superior to institutional care in 
meeting the needs of normal children, whose main problem is dependency or 
neglect. 

Most of the children at the Pipestone School come from so-called distressed 
counties in the northern area of the State, some of which are already in difficult 
financial straits, and all of whose resources for foster home care are greatly limited. 
Summarily closing the Pipestone doors would present an acute probiem to these 
counties, both with respect to finances and finding foster homes for these Indian 
children. Although there seems to be much misunderstanding about final re- 
sponsibility for Indian welfare problems, it is clear that the basic legal and financial 
responsibility under Minnesota law falls on townships and counties. However, a 
foster home program would have to be developed by drawing from the whole 
State, and considerable State activity and participation in developing such a 
program is necessary. 

Much of the thinking and many of the objections that have gone into the 
controversy over the Pipestone School and the Indians’ welfare problems in 
general, have been premised on the false or wishful thinking that the Federal 
Government is responsible for the Indian problem, and therefore it should pay 
all bills in connection with it. This same attitude is clearly seen in connection 
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with relief payments, and the desire on the part of some groups in the State to 
seek full reimbursement for all welfare costs involving Indians in the State. 

In our opinion this viewpoint is short-sighted so far as the long-term interests 
of the Indians and the State are concerned. At first blush, this idea appeals to 
almost anyone who knows that the Indians have been wards of the Federal 
Government for over 100 years, and that the Federal Government is in many 
ways responsible for their unfavorable condition today. It also appeals to State 
and local officials and taxpayers who think the tax burden is unjustly distributed 
to communities where Indians reside and where many of them are unproductive 
and dependent. 

I believe this idea is bad for three reasons: First, it would remove one of the 
main motivating forces toward solving the Indian problem in Minnesota, the 
financial angle. 

Second, the thought that it would save money for States and local communities 
is an illusion—true, it would redistribute custs. 

Third, this idea would continue to pauperize the Indian, harming him rather 
than helping him. 

Motivation: If the Indian problem is ever going to be solved, at least so far 
as Minnesota is concerned, the solution will be found by the sustained efforts of 
many people, each of whom has part of the answer, and each of whom must be 
helpful in putting the whole jigsaw together: Congressmen and State legislators 
insuring By law opportunity for Indian self-development and protection from 
exploitation; administrative officials looking for opportunities for Indian self- 
development, such as the establishment of vocational training schools, scholarships 
for advanced training, and so forth; local businessmen providing employment for 
Indians, with special understanding of their capabilities and habits; school 
teachers taking special interest in gifted Indian children; ministers; social 
workers; county officials. 

Also necessary are relinquishment of Federal control and cessation of actual or 
implied Federal hand-outs; final and definite settlement of Indian claims; Indian 
ownership of his land with the payment of taxes, just like any other person. But 
until the rank and file of Indian people can be shown that their own efforts are 
the most important element in improving their circumstances, there is little which 
government and outsiders can do to help them. 

At this moment we have in our State a great interest on the part of all these 
people toward solving the Indian problem by doing the things necessary to 
rehabilitate and make the Indian self-sufficient. The people who are taking such 
an interest in Indians are altruistic and humanitarian in their motives, but I 
am also practical enough to know that the greatest single motivating force in the 
distressed Indian communities is the financial angle. Remove the financial 
angle and our hopeful proposition will go dead overnight. True, a social worker, 
minister, or businessman here and there would still be concerned about the 
Indians, but his would be a voice in the wilderness. 

The monetary illusion: If the Federal Government were to take over all Indian 
expenses for relief, law enforcement, education, health, road building, and with 
the Indian continuing to live on tax-free lands, expenditures for these purposes 
would begin to soar. Under the illusion that the Indian does not now cost us 
Minnesotans, Mahnomenites, and Bemidjiites anything because the Federal 
Government pays the bill, the Indian gets relief more easily from the county 
welfare board; he doesn’t need a job quite so badly because the Federal Govern- 
ment now takes care of him; a new wing is added to present school buildings 
because the Federal Government will pay for it: politicians make speeches for 
bigger and better grants for the ‘‘First American.”’ 

The Indian: He becomes more and more dependent, just like anvone else under 
similar circumstances. The Indian problem in Minnesota and in the Nation will 
not be solved until the Indian lives and acts like anyone else, works, pavs taxes, 
owns a home, and receives no special benefits from anvone, nor is under any special 
guardianship. Viewed in light of this objective, the illusory idea that the Federal 
Government should pay all Indian costs is bad. 

An impasse is in the making between Minnesota and the Federal Government. 
The Federal Government seems to insist upon shutting the doors of Pipestone 
next June relying upon Minnesota’s law by which Indians are the responsibility of 
local jurisdictions, and after having bluntly done so, turn its back on the social 
and financial problems this would create. 

Many persons, considering this matter purely from State and local viewpoints, 
propose an equally blunt solution to the matter; namely, turn over all obligations 
for education, relief, law enforcement, roads, etc., to States and local communities, 
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with the Federal Government subsidizing or paying the whole bill. This is 
impractical, in our opinion, for the reasons cited above. 

The best solution in our opinion, is a combination of both these ideas, put in 
effect over a transition period of say 10 years. By negotiation in good faith, the 
State and Federal Government could agree upon a plan whereby the Federal 
Government will close out its direct Indian operations in the State at the end of a 
10-year transition period. Then the State and localities will take over. At the 
outset of this agreement the Federal Government would pay all Indian costs on a 
decreasing scale each vear, and at the end of the transition period Federal subsidies 
would have disappeared, and the State and local communities would have assumed 
full responsibility for their Indian citizens. 

One hesitates to advance such a view as frankly as this, because of the unpopu- 
larity of suggesting local and State finances for an activity where there is some reas 
son to contend that the Federal Government should pay the whole bill. This view 
is not advanced with the idea that the State and local communities’ funds and 
resources are so unlimited that one can lightly recommend the State’s expenditures 
of thousands of dollars, but it is our opinion that if such a course were followed, 
with the Federal Government actually and practically getting out of the Indian 
picture in the State, the local communities and the State not only would be 
required to set their hand to solving the Indian problem, but would actually do so. 
Otherwise, this might not be done for generations. Therefore, it is our opinion 
that although this plan might cost Minnesota a little more money at th. ,outset, in 
the long run it would not only save human values and benefits among Indian 
people, but it would save millions in the next generation or two. 


INTEREST IN SOCIAL WELFARE OF INDIANS 


Mr. Nicuous. First is a statement made by Mr. Leirfallom to Gov- 
ernor Anderson on January 8 on this whole question outlining the prob- 
lem and it preceded a State-wide meeting that Governor Anderson 
had called of Indian leaders and people interested in their welfare. 

I want the record to show that subsequent to this presentation the 
committee which met with the Governor approved this analysis of the 
problem. So you have that which is a factual statement of the condi- 
tions in a summary manner. 

What we are concerned with primarily from the social-welfare angle 
is the equal treatment of dependent, neglected Indian children. 
Minnesota, as Senator Thye would be quick to substantiate, has a long 
record of interest in its children since the adoption of the so-called 
Children’s Code in 1917. Unfortunately, because the Indian children 
are wards of the Federal Government and their supervision is generally 
in the hands of the Indian Bureau, we have not given them the same 
treatment that we would want to give. We would like their services 
be equal to that of the rest of the population. The only way we see 
of doing this is to have sufficient funds in order to carry it out. 


INDIAN CHILDREN IN FOSTER HOMES 


In a survey we made of records that were available for previous 
hearings which covered the years 1948 and 1949, the calendar years, 
we found 19 of our counties were giving foster home or care of that 
nature to 367 Indian children on an intermittent basis, and in 1949 
they spent $38,000 of their own money. That was the temporary 
transitory treatment that might come while they are in and out of the 
Pipestone School. 

I leave that document as another exhibit for your information. 

In this whole matter, we find that in 1951 at the close of the school 
vear there were 230 Minnesota children that were at the Wahpeton, 
N. Dak., and Pipestone Indian schools. 


me ¢ 
98400—52——3 








. 


32 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


In the year they have closed Wahpeton, which is in North Dakota, 
to the Minnesota Indians, and shifted them all to Pipestone. 

Because of rather low appropriations they so inform us they have 
been unable to give them what they believe is adequate care and which 
is one other reason why this idea of carrying on the school just a 
year, on a year-by-year basis, does not permit recruitment of qualified 
personnel, nor does it permit any sound planning. After all, you are 
talking about children of various ages, from the very young up 
through the teen age. Unless you have something more definite than 
a year-by-year plan, there is no hope of ever adjusting those children 
so they will actually fit into the communities. That is our real 
concern, to get this problem resolved rather than just carry it on. 

If we were only interested in getting the State out of the financial 
part, we will just argue to increase the size of the Pipestone School 
and let the Federal Government carry it. We do not see it as that. 

In this idea of foster-home care, we went over and studied Wis- 
consin’s experience. We have checked it with our own. We are 
satisfied it is a tough job, but if we could concurrently have the Pipe- 
stone School open to take care of them when we start taking the chil- 
dren out of there as fast as we find homes for them, then we could have 
this dual program for a vear. Starting in 1954, the fiscal vear, then 
we would be ina position to let you either close the school or make some 
other use of it, which I think 1s realistic. At the same time, Minne- 
sota would not be transferring the old burden because we would furnish 
all of the administrative costs and any other costs that might run be- 
yond whatever this appropriation is. 

I am sure I can show you that it will be higher than the figure men- 
tioned. 


INDIAN RELIEF EXPENSES OF STATE OF MINNESOTA 


In that regard, I have another exhibit here that I will leave with you 
which compares what Minnesota spent for Indian cases in the calendar 
year 1948 with 1951. The reason we used the calendar year, it is 
our fiscal year as far as our county government is concerned. In 
1948, the State and county spent $611,000. In 1951, this figure had 
risen to $872,000, of which $248,562 was for so-called general relief 
assistance. That included medical care, some foster care, hospitaliza- 
tion, and regular home relief. In addition, the other items were the 
categorical aids which are financed under the Social Security Act 
and even though we know some States have had special help in those 
three areas because of a preponderance of Indian population, we are 
not asking for that. We do think, in this other area which is outside 
the social-security aids where the need is great for a sound program, 
that there the State and the Federal Government should join in a 
plan that is workable. 

As to the fiscal ability of these ccunties, I have a chart prepared by 
a tax group headed by Mr. Peyton, the manager of the Ottertail 
Power & Light Co. 

His committee, which was a Stat»-wide organization, worked this 
up to show the proportion of the Indian population, Indian cost as far 
as welfare and what it meant to those local communities which now 
have an excessively high mill rate, because they have no resource other 
than their tax against real and personal property. I will leave that 
also. 
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Mr. Mullin mentioned the fact that we have authority to enter into 
this contract if funds are made available. In order that the committee 
would have ready reference, | have drawn an excerpt from our 1951 
session laws which gives you the citation or the authority, 

Senator Haypen. It will be — in the record. 

(The excerpt referred to follows:) 


Excerpt From MINNESOTA SEssION Laws or 1951, CHAPTER 716 


Sec. 21. Conrracts ror FEpERAL GrRANts.—The director of social welfare is 
authorized to enter into contracts with the Department of Interior, Bureau of 
Indian Affairs, for the purpose of receiving Federal grants for the welfare and 
relief of Minnesota Indians. Such contract and the plan of distribution of such 
funds shall be subject to approval of the Minnesota Publie Relief Advisory 
Committee as authorized in section 10 of this act. 


EDUCATION AND MEDICAL CARE OF INDIANS 


Mr. Nicuots. On the over-all, I just want to point out that 
Minnesota has a contract for the education of Indians. We have a 
contract for the care of the tuberculous Indian, a very suce — 
operated program where the State, in both of those instances, is tl 
operating vehicle, and does provide all the service so that the idiom 
group has no real direct work with those two groups. That is what 
we visualize for this boarding and relief program. After a period of 
adjustment, they will be treated as all other citizens, and in Minnesota, 
they have the rights of citizens, even though they may not pay taxes. 
They may live on closed reservations, as many do. 

Our hope is that eventually they will be absorbed, and in the not 
too distant future, into our general population. We believe that is 
possible because they are accepted throughout the communities, 
particularly where they are a small group as against a large group. 

It is hard and it always will be difficult to find employment for them 
where they are congregated in large groups as in Winona and Becker 
County or up on the Red Lake or down at Cass Lake or down at 
Mahnomen. ‘This group, Senator and members, the Chippewa group, 
has no resources of its own. They will have to get out and work. 
Our welfare boards, during the past winter, have done a lot of work 
with them by getting the men to take road work or work in the forests 
away from their homes. But realistically, an area about 25 miles 
from their home, 50 at the most, is as far as they will go. I suppose 
itishuman. They do not want to be too far away from their families. 
We want to encourage them to establish themselves wherever work 
opportunity exists, that their children will be taken care of on the same 
basis as other children. Their health needs will be met the same. 
So they do not feel they have to stay close to that reservation in order 
to get food in case they cannot get a job locally. 

If there are any questions, I will be glad to answer them. I know 
our time is short. 

Senator HaypeNn. That last statement has been verified a number 
of times by Senator Young in his area. The reluctance of the Indians 
to leave the reservation is because they have been dependent so long 
upon the Federal Government and feel they would be cared for if 
they can get back. Whereas, if they acquire some independence and 
mingle with the rest of the population, it would be better. 
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CARE OF ORPHANED OR INDIGENT INDIAN CHILDREN 


Is the incidence of orphan children or foster children needing care 
greater among the Indians than it is among the white population? 

Mr. Nicwous. Substantially so, particularly in regard to the chil- 
dren born out of wedlock. 

Senator HaypeNn. Open marriages or children born out of wedlock. 

Mr. Nicnous. That is substantially higher in Minnesota. 

Mr. Munir. I might add the term “school” here is a misnomer, 
as you have indicated. It is an orphanage or a home for indigent 
children from broken homes. That is what it amounts to. 

Senator Toye. That is one reason why the Indian school must be 
kept open until you have established the foster-home program so this 
unfortunate child that would be just absolutely like a rabbit out in the 
field unless you took him under your wing would be cared for in either 

. foster home or kept in the school. 

Mr. Nicuous. We do not look at this as an attempt to get 100 
percent reimbursement for every Indian expenditure. All we are 
thinking of is we remove this block so that if they move into one of 
our heavily populated counties, for example, or the city of Minneap- 
olis, if five or six Indians or a dozen were on relief there, they could 
absorb that. The same with those children that might become a 
problem. If you get it in a county where maybe of the population 
40 percent is Indian, where their tax rate is twice as high as the city of 
Minneapolis, naturally it is a burden that cannot be absorbed. This 
whole cut-over area has been such a proble m, as Senator Thye knows, 
because of the delegation that came in from these 16 or 17 counties. 

Senator Tuyr. We have to recognize the school districts as being 
unable to eare for themselves. So we have a distressed school dis- 
trict fund of which oftentimes we have to go in and supplement. the 
revenues in that district in order to give the care. 

Mr. Muni. About 80 percent of the cost of the school districts. 


STATEMENT OF WILLIAM C. SIMMS, ADMINISTRATIVE ASSISTANT 
TO SENATOR HUMPHREY, OF MINNESOTA 


PIPESTONE INDIAN SCHOOL 


Mr. Simms. I do not want to add any facts, Mr. Chairman, but I 
would like to associate Senator Humphrey with the testimony of 
Senator Mullin, Mr. Dorwiller, and Mr. Nichols, and of course, 
Senator Thye. The Senator is extremely interested in this problem 
and would substantiate whol ‘heartedly all this testimony today. 

I think there has been a very fine presentation, and Senator Hum- 
phrey wants to be on the record in behalf of this testimony. 

Mr. Nicuots. In support of this idea of distressed counties, the 
State has had to go in at the rate of $750,000 a year to supplement 
the normal reimbursement even for welfare in these counties, so 


’ 


adding this Indian situation is just too much. That is why you 
find the legislature unwilling to go any further. 

Senator Tuyr. Your specific question is to raise the Federal appro- 
priations from the $85,000 to $150,000. 

Mr. Nicnous. And also a sum for boarding-home care. 

Senator Toye. Thank you, Mr. Chairman. 

Senator HaypEeN. We are glad to have had you. 
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OFFICE OF THE SECRETARY 
ENFORCEMENT OF CoNNALLY Hor Orn Act 


ST/ TEMFNTS OF HUGH A. STEWART, ACTING DIRECTOR, OIL AND 
GAS DIVISION; AND E. B. SWANSON, ASSISTANT DIRECTOR, 
OIL AND GAS DIVISION . 


JUSTIFICATION 


Senator Haypren. Apparently the budget estimate is $187,000 and 
the House allowed $170,000. 
You requested a restoration of $17,000. 
The justification will be printed in the record at this point. 
(The justification referred to follows: ) 
KNFORCEMENT OF CONNALLY Hor Orn Act 
(Estimate, $187,000; act, $158,670 plus $11,000 pay increases pending 
House hearings, pt. 1, pp. 3-8) 
P. 2, line 6 
Page 2, line 6 strike out ‘$170,000"’ and insert in lieu thereof ‘‘$187,000'', th 
estimate, or an increase of $17,000 in the appropriation. 
HOUSE REPORT 


“An appropriation of $170,000 has been allowed. This is $17,000 below the 
budget estimate of $187,000 but an increase of $330 above current year appro- 
priations. It will permit continuation of the program at approximately the 
present level.”’ 

JUSTIFICATION 


The amendment restores the reduction of $17,000 made by the House in the 
budget estimate. This amount is for the following activity: 


A ppropri- Budget House Restora- 


Activity ated 1952 estim ite bill 1953 tion ré 
1953 quested 
Enforcement of Connally Hot Oil Act j 1 $169, 670 $187, 000 $170, 000 $17, 000 


Includes pay increases pending. 


The restoration of $17,000 will provide for one GS-9 examiner, one GS-8 
examiner, one GS—5 secretary-stenographer, and one clerk-stenographer to aug- 
ment the present staff of the Federal Petroleum Board with the principal office 
at Kilgore, Tex., and suboffices at Midland and Houston, Tex., and Lafayette, 
La., but will still maintain the personnel levels below the fiscal year 1951. This 
restoration is necessary to assure a minimum adequate enforcement of the 
Connally Act, as it applies to the oil and gas conservation laws or regulations of 
Alabama, Arkansas, Kansas, Louisiana, Mississippi, New Mexico, Oklahoma, 
and Texas. Oil activities in these areas are increasing constantly and the larger 
investigative work which needs now to be done cannot be carried out with the 
existing staff, which now is much too small for the job. 
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Standard ciassification schedule 





| Increase (+) or 
| decrease (—) 

















Amount |-— 
ie ge a Estimate, | Estimate, recom- | < | 
Standard classification 1952 1953 mandied | . | Si aan 
| by House 2 pared with 
compared | 1953 
with 1952 | estimate 
estimate | ~ 
| | | | 
(1) i @ | ® 4) | © | (6) 
| | 
OBLIGATIONS BY OBJECTS | 
: - | 
01 Personal services | $148,970 | $168,800} $151, 800 +-$19, 830 —$17, 000 
02 Travel 7, 200 | 7, 200 | 7, 200 | kids pls Ree sees Bx atin 
03 Transportation of things 300 | 300 | 300 |__. ‘ 
04 Communication services--. 900 | 900 | 900 2 | 
06 Printing and reproduction-. 1,900 | 1, 900 Re hans ikétaren ad ~ 
7 Other contractual services 3,000 | 3. 000 | 3,000 |___..- a 
O08 Supplies and materials. - - - 3,300 3,300 | fo 
09 Equipment_-.............. pct 4,100 1, 600 1,600 —2, 500 | 
Appropriation or estimate. __._- 1 169,670 | 187,000 | 170, 000 +17, 330 | —17, 000 
I 


1 Includes pay increases pending. 
PREPARED STATEMENT 


Mr. Srewart. | have a statement for submission, Senator. I do 
not believe it is necessary to read it unless you want it. 

Senator Haypen. If you will submit it for the record, and high 
light it, we will appreciate it. 

Mr. Stewart. I will submit it for the record. 

(The statement referred to follows:) 


STATEMENT OF H, A. Stewart, AcTING Director, O1L AND Gas DIVISION 


As pointed out in the House report, an appropriation of $170,000 ‘‘will permit 
continuation of the program at approximately the present level.”’ 

The program is that of enforcing the Connally Hot Oil Act, which gives Federal 
support to the State oil and gas conservation laws by prohibiting the shipment 
in interstate commerce of contraband oil, defined as that produced in excess of the 
amounts permitted under the State laws and rules. 

The present level is substantially lower than that available last fiscal vear and, 
in our opinion, is inadequate to assume even a minimum degree of enforcement. 
On account of reduced funds, our staff has been cut from 31 to 24, all but 2 of 
whom are in the field. 

The Lafayette, La., office had three examiners and one stenographer a year ago. 
We now have one examiner and a stenographer in that office, which is charged with 
enforcement in Louisiana, Mississippi, and Alabama. We cannot conduct field 
investigations with a single examiner, so that office now is engaged primarily in 
completing the cases which were investigated last vear. 

In Houston, the number of examiners was cut from three to two. At Kilgore, 
the main office, one examiner had to be separated and the stenographic and 
accounting force was reduced almost to the point of elimination. The Midland 
office, which is responsible for an area which produces one-sixth of the country’s 
oil, was kept at its former level, as that area is most active in oil exploration and 
production. 

We are not asking to replace the staff in full, but are asking for the reestablish- 
ment of two examiners and two stenographic positions. 

The impetus of the field investigations previously carried out with the larger 
staff is reflected in the current activities before the Federal courts. So far this 
fiscal year, nine cases have been coneluded in the Federal courts, with fines as- 
sessed totaling $36,530. This compares with seven cases and fines of $33,000 
during the previous fiscal year. We now have 12 cases pending, on which in- 
vestigations have been completed as to 7 and those now are with the United 
States attorneys. The other five cases are currently under investigation. This 
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level of operational activity is less than usual, the 12 current cases being in con- 
trast to the 17 on hand at the beginning of the year. 

As oil demands increase and our level of exploration, development, and produc- 
tion advances, the adequate enforcement of our oil and gas conservation becomes 
more and more important. We do not feel that we can do an adequate job with 
our staff as presently reduced and ask for the additional funds which will allow 
us to do somewhat better than we are now doing. 


Oit AND Gas Division 
CONNALLY ENFORCEMENT ACT SECTION 


Mr. Srewart. The high lights are these: For the fiscal year 1952 
under the reductions that were set up, the Oil and Gas Division, the 
Connally Enforcement Act Section, was reduced materially with the 
net result that we had to let out four of our field examiners and reduce 
the staff a total of seven people. 


PERSONNEL 


Senator Haypren. What 4 the total number of your staff before? 

Mr. Stewart. Originally 31, and now reduced to 24. The budget 
we requested for this year was ‘S187, 000, which was designed to restore 
part of that staff. It was designed to permit us to take on two addi- 
tional examiners and two office workers, clerks, and stenographers, 
and to give us some funds to permit the field work to be continued on a 
reasonable basis. 

Senator Haypren. That is, a certain amount of field inspection is 
absolutely essential; is it not? 


FIELD INSPECTION 


Mr. Stewart. The work is 99-percent field inspection. We have 
got to inspect the leases, the tankage, the wells in the field if we are 
going to know whether or not the Connally Act requirements are being 
met. There is no other way to doit. The reduction that we suffered 
last year greatly reduced and almost entirely stopped our field-exami- 
nation work because we had built up in previous vears a backlog of 
cases that were under preparation for further handling in the Depart- 
ment of Justice. 

With the reduced staff we have now, that backlog of cases will 
probably be all that the men can take care of with very little 
actual field investigation. 

Senator Haypen. How many cases were there in the backlog? 

Mr. Swanson. We had at the beginning of the vear 17 cases 
pending, and at the present moment we have 12, of which 7 are in the 
hands of the Department of Justice or the United States district at- 
torneys, and 5 are in field investigative status. 

Senator HaypreNn. I assume, in order to properly prepare cases for 
action by the Department of Justice, a great deal of investigation is 
necessary. You simply cannot allege that somebody has violated 
the law. You have to have some proof of it. 

Mr. Swanson. You are correct in that. I can savy we have been 
told by the Criminal Division of the Department of Justice that our 
cases are the best prepared in general of all cases that have been sub- 
mitted on an investigative basis to the Department of Justice for 
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action. We have had full cooperation from the Department of Justice 
in the prosecution of our cases. 

Senator Haypen. What luck have you had with convictions? 

Mr. Swanson. Almost all were convictions. I can remember one 
case where we failed in the grand jury. I can remember another case 
where we failed in the grand jury because the chairman allegedly was 
a friend of the prospective defendant, and aside from those two cases, 
we have been wholly successful, as far as I can recall. 

Senator Haypen. Is the usual plead guilty? 

Mr. Swanson. Nolo contendere, usually. The cases take as long as 
2 vears to develop. They require an intensive amount of field work, 
under cover investigation, the gaging of tanks unbeknownst to the 
operator, and the accumulation of a mass of field data, following which 
it is necessary to examine the records of the companies in the field and 
in the home office, make transeripts of the data that are recorded on 
the company records, to go to the State regulatory office and get the 
pertinent rules and regulations. All of that has to be assembled in a 
case report which is anvwhere from 2 to 4 and 6 inches think. That 
stresses the importance of stenographic help. 


MAIN AND FIELD OFFICES 


We have four offices—one main office and three suboffices in the 
field. We have four stenographers. 

Senator Haypen. Where are they located? 

Mr. Swanson. The head office is located at Kilgore, Tex. The 
office covering west Texas and New Mexico is located at Midland, 
Tex. The office covering southwest Texas is at Houston, Tex. The 
office at Lafayette, La., covers Louisiana, Mississippi, and Alabama. 
We have only one stenographer in each of these offices, and that 
stenographer has to be able to take transcript of testimony on hearings, 
type the reports, and do the ordinary office routine. That is one 
reason why we stress very strongly the need for two more stenog- 
raphers. We have reached the point where we have to send stenog- 
raphers from one field office to another to do work. 


EXAMINERS 


On the matter of examiners, as Mr. Stewart pointed out, we have 
lost four as compared with the last fiscal year. That has reduced the 
Lafavette office to a staff of one examiner and a stenographer. He is 
supposed to cover Louisiana, Mississippi, and Alabma. He can 
conduct no field investigations because it takes two men to conduct 
a field investigation. So all he is able to do is move around the oil 
fields and by his presence occasionally possibly impress people with 
the fact that we are still in business, but he is not in a position to make 
any investigation. 

STATE COOPERATION 


Senator Haypen. What kind of cooperation do you get from the 
State authorities? 

Mr. Swanson. Very fine, exceedingly fine. 

Senator HaypEN. You have mentioned three or four States. How 
about farther north in Kansas and Oklahoma? 
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Mr. Swanson. We have no cases that have ever gone to trial 
in Oklahoma, Kansas, or Arkansas. We have had field investigations 
there but the facts in the case were not such as to enable us to go to 
court. 

Senator Haypen. What kind of cooperation do you get from the 
pipe lines that transport the oil? 

Mr. Swanson. The only cooperation which we could expect from 
them would be the matter of access to their records and the reporting 
to us of oil gathered from a particular lease. In that way we have 
received full cooperation. 

In the Houston area, we had to cut the examiner staff from three to 
two. That means we have two examiners and one stenographer. We 
made a special point of maintaining the four examiners in the Midland 
area which covers west Texas and New Mexico, because that area 
produces one-sixth of the country’s oil, something better than a million 
barrels of oil a day. It is the most active area. Violations are most 
possible in that area. 

Senator Haypren. What incentive does a producer have to violate 
the law? What does he gain by it? 

Mr. Swanson. The answer to that would cover practically the whole 
run of human motives and it would vary in each instance. It might 
be on the one hand the desire of an individual to make more money 
surreptitiously, to an extreme on the other hand where it might be an 
intermediate or subordinate employee of an oil company who would 
want to make a good record for himself or his division in the company. 
In between, it might be carelessness on the part of the management in 
the administration of the company affairs. It is a desire to produce 
more oil than they probably should be able to produce if they had 
adhered strictly to the regulations of the State. 


OBJECTION TO CONNALLY HOT OIL ACT 


Senator HaypeN. The argument is sometimes made why is it neces- 
sary to have regulation at all? 

Mr. Swanson. The Connally Act? 

Senator HaypEN. Yes. 

Mr. Swanson. It is necessary to have it in order to support the 
State laws that provide for the conservation of oil and gas. 

Senator Haypren. In other words, if it were just wide open, the 
national conservation policy could not be carried out and that same 
conservation policy that has been adopted by the States would enter 
into this? 

Mr. Swanson. That is correct. T really think it would be extremely 
difficult for the States to enforce their own oil and gas laws. The 
Connally Act forbids the use of facilities of interstate commerce to the 
violator of the State law. 

Senator Haypen. The State of Texas has a conservation law and 
if someone violates it and can get the oil out of the State of Texas and 
get paid for it, he is a winner? 

Mr. Swanson. Or get it into the hands of an interstate carrier. 
He does not even have to get it out of the State. Then it is outside 
the scope of the Texas law. 

Senator Haypen. The State could not follow it up. 
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Mr. Swanson. The law works not only to restrict production, I 
think it should be pointed out, but also to make the production of 
more oil possible. As an illustration, we would send our examiners 
into a field where they would find that because of the bad condition 
of the wells, a large number of wells in the field were not able to make 
their allowable. The operator, consequently, would be producing the 
allowable of those deficient wells from some other wells which could 
make it. When they become aware of the presence of these Federal 
agents in the field, they would stop the practice. They then would 
go back and do the repair work on the wells which they should have 
done before. 

As a consequence of the work, they could find the wells are capable 
of producing more oil under the State law than they had an allowable 
for in the first place. 

So, in a case like that, it does benefit the producer. It benefits the 
company, it benefits the State. 


FIELD INVESTIGATIONS 


Senator Haypen. In the event that this money is restored to you, 
and you may have a more efficient operation, will the Federal Gov- 
ernment acquire revenue enough to justify the expenditure? 

Mr. Swanson. I would like to answer that question in this manner, 
Senator, if 1 may: If the funds for Connally Act enforcement are 
kept at a low level as they have been during the current fiscal year, 
the field investigations will have to be minimized to an extent that 
the Government will suffer a loss in the matter of fines assessed and 
paid which will be larger, in my opinion, than the reduction in the 
funds appropriated to the division. 

Senator HaypEN. When you are operating in what might be called 
a satisfactory manner, how did your operating costs compare with 
the revenue that the Government derived from fines and penalties? 


FINES ASSESSED UNDER ACT 


Mr. Swanson. The general average of fines assessed and paid over 
the 17 years of Connally Act enforcement would be of the order of 
$40,000 a year. The work which we started 2 years ago in field 
investigations and which are now before the courts, work ‘which was 
started when we had a larger field staff than we now have, produced 
fines which, in the fiscal year 1950, totaled about $51,000; in fiscal 
vear 1951, totaled about $33,000; and so far in fiscal year 1952, total 
$36,000, with two or three more cases pending immediately before the 
courts which probably will be settled during the current fiscal year. 

In contrast. with that level, I would estimate that beginning with 
fiscal year 1953, if we find it necessary to operate with the same staff, 
the general level of fines assessed and paid will be lower. 

Senator Haypen. Then there is no question that the restoration 
of $17,000 does not actually mean it is going to cost the taxpayers 
$17,000, but $17,000 would go into the Treasury as a result? 

Mr. Swanson. I would not say “would” but that it “might very 
well.” 
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Senator Haypren. I am just judging the future by the past. 

Thank you, gentlemen. 

The next item is the Southeastern Power Administration. Mr. 
Charles W. Leavy, the Administrator, is present. 

We will hear from him. 


SOUTHEASTERN PowrrR ADMINISTRATION 
OPERATION, MAINTENANCE, AND CONSTRUCTION 


STATEMENTS OF CHARLES W. LEAVY, ADMINISTRATOR; DALE 
LAMB, CHIEF, DIVISION OF ENGINEERING; AND ANDREW D., 
BURT, CHIEF, DIVISION OF ADMINISTRATION 


JUSTIFICATION 


Senator HaypeNn. Do you have a prepared statement? 

Mr. Leavy. I have a statement Mr. Chairman. It is quite short, 
and if I may read it through, I believe it will raise most of the ques- 
tions on which you may want further information. 

Senator Haypen. | will submit this justification for the record 
and you may proceed. 

(The justification referred to follows:) 


CONSTRUCTION, SOUTHEASTERN PowrrR ADMINISTRATION 
(Estimate, $6,350,000, act, $318,500—$16,000 pending transfer for pay increases) 
(House hearings, pt. 1, pp. 16-415) 
(P. 2, line 13) 


Page 2, line 13 strike out ‘'$959,500” and insert in lieu thereof ‘‘$3,089,500’’, 
an increase of $2,130,000 in the appropriation. 


HOUSE REPORT 


“Construction, Southeastern Power Administration——An appropriation of 
$6,350,000 was requested for this item. The committee has allowed $959,500. 
Of the amount allowed, $369,500 is for continuation of construction of the pre- 
viously approved Clark Hill-Greenwood, S. C., power line and is the total requested 
for this purpose. The remaining $90,009 allowed is for plans and specifications 
for future programs. 

‘* All funds requested for transmission lines and facilities in the Roanoke River 
Basin, amounting to $3,613,500, have been denied in view of the fact that a 
wheeling contract with the Virginia Electric Power Co. is now in the final stages 
of negotiation. All funds requested for transmission lines and facilities in the 
Savannah River Basin, except for the Clark Hill-Greenwood line, amounting to 
$1,627,000, have also been denicd, as has been the $50,000 requested for plans 
and surveys for two lines from the Jim Woodruff Dam in the Apalachicola River 
Basin. The committee desires that further efforts be made to arrive at satis- 
factory wheeling agreements with the private utilities for transmitting power 
from the Clark Hill and Jim Woodruff Dams before further consideration is 
given to constructior of the transmission facilities requested in the budget sub- 
mission.” 

JUSTIFICATION 


The amendment restores $2,130,000 of the $5,390,500 reduction made by the 
House in the budget estimate for this appropriation. This amount is distributed 
to activities as follows: 
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| 
2 oe ¢ 
i Appropri- Budget House | Restora- 
Activity ated 1952 estimate, bill, 1953 | tion 
" = 1953 oa | requested 
Construction in progress $302, 500 $869, 500 $869, 500 | 
New construction and additions 
(a) Roanoke River Basin 3, 613, 500 $450, 000 
(6) Savannah River Basin 1, 627, 000 1, 590, 000 
(c) Apalachicola River Basin 50, 000 50, 000 
(d) Plans and specifications for future program 90, 000 90, 000 
(e) General plant 100, 000 40, 000 
Total 1 302, 500 6, 350, 000 959, 500 2, 130, 000 


! Excludes $16,000 pending transfer to ‘‘Operation and maintenance,’’ Southeastern Power Administra- 


tion, to meet pay increases. 


A breakdown of the restoration by objects of expenditure follows: 


O1 Personal Services S268, 747 
02 Travel 71, 549 
04 Communication, services 14, OOO 
05 Rents and utility service $, 000 
07 Other contractual services 81, 014 
O&8 Supplies and material 44, 315 
09 Equipment 10, 000 
10 Land and structures 1, 606, 375 

BIO Ho se oe S. et : dar oahs 2, 130, 000 


(a) Restoration of $450,000 for the Roanoke River Basin will permit the 
scheduled construction to be started on the John H. Kerr-Kinston 115 kilovolt 
transmission facility. 

The Virginia Electric & Power Co. is the only private utility company in all 
the 10 Southeastern States which has made an unequivocal and acceptable offer 
to wheel power system wise for the account of Government. The Virginia Electric 
& Power Co.’s wheeling contract is practically consummated. The restoration 
of funds for those lines in Virginia, where the load centers can be served through 
the medium of the Virginia Electric & Power Co. facilities, therefore is not 
requested. 

(b) Restoration of $1,590,000 for the Savannah River Basin, eliminated by 
House action, will permit the scheduled construction of the following essential 
facilities: 

Clark Hill-Batesburg, 115-kilovolt and Clark Hill-Hartsville, 230-kilovolt lines 
The Southeastern Power Administration is by written agreement committed to 
the sale of 40,000 kilowatts of firm power to the South Carolina Public Service 
Authority, a preference agency which serves industrial loads, municipalities, and 
16 rural electric cooperatives. The Authority has applied for an additional 
45,000 kilowatts, and negotiations are expected to be concluded in the near future 
for a contract covering the entire 85,000 kilowatts. The Authority needs the 
power as soon as it becomes available following initial generation at Clark Hill in 
October 1952, and wishes it delivered at Batesburg and Hartsville, S. C. The 
Clark Hill-Hartsville facility will be operated initially at 115 kilovolts, and at a 
later date will be operated at its designed voltage of 230 kilovolts as part of an 
inter-basin tie line providing the operational and economic benefits of integration. 

Clark [Hill-Augusta 115-kilovolt line.—Although the Georgia Power Co, is 
presently willing only to buy Clark Hill power at the bus bar for resale to its 
customers, this feature will provide a delivery point to the company at one of 
its load centers for the purchase, interchange, and integration of power under a 
proper wheeling agreement. Should the company prove finally unwilling to 
make existing facilities available to the Government under an arrangement 
compatible with law, the feature will provide a point from which minimum 
extensions will provide direct service to four defense loads and two rural-electric 
cooperatives. 

(c) Restoration of $50,000 for the Apalachicola River Basin, eliminated by 
House action, will permit the scheduled planning of the construction of the lines 
to dispose of Jim Woodruff power as contemplated by law. 

Jim Woodruff-Tallahassee 115-kilovolt line.—This feature will provide service 
to the Talquin Electric Cooperative, a rural-electric system which has applied 
for 4,500 kilowatts of Jim Woodruff power. It will provide integration with the 
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steam-generator facilities of the city of Tallahassee. Although the Florida 
Power Corp. is presently willing only to buy Jim Woodruff power at the bus bar 
for resale to its customers, the feature will provide a delivery point to the company 
at one of its load centers for the purchase, interchange, and integration of power, 
and for the proper wheeling of power to the Seminole Klectric Cooperative, a 
group of five rural-electric cooperatives with whom Southeastern has executed a 
written commitment for the delivery of 7,500 kilowatts of Jim Woodruff power. 
Should the company prove finally unwilling to make existing facilities available 
to the Government under an arrangement compatible with law, the feature wilk 
provide a point from which minimum extension will enable Southeastern to carry 
out its commitment. 

J ri Woodruff: Wire Grass Rural Electric Coope rative 115 kilovolt line This 
transmission line will provide service to the Alabama Electrie Cooperative, Inc., 
a preference ageney serving five rural electric cooperatives and seven munici- 
palitic ; jin southeastern Alabama. The line will terminate at the Wiregrass 
Electric Cooperative where it will connect with a similar transmission line to be 
built by the Alabama Electric Cooperative from Opp, Ala., thereby permitting 
the entire system of the generation and transmission cooperative to receive 
federally generated power. 

\ memorandum of understanding between Alabama Electrie Cooperative and 
Southeastern has been in effect for over a year. By this understanding, South- 
eastern is committed to supply the cooperative 7,500 kilowatts of power. In 
addition, provisions for Sie ena e of secondary power by the cooperative and pur- 
chase of exeess power and energy from the cooperative by Southeastern are in- 
eluded in the signed agreeme nt. The cooperative has indicated that it desires 
to reecive additional power when other Federal projects, particularly Upper 
Columbia, come into operation, By installing a 15,000 kilovolt-ampere trans- 
former in the Government’s substation at Wiregrass, the cooperative will be in 
a position to receive additional power supply as it becomes available. In the 
meantime, this large transformer will enable the cooperative to receive additional 
secondary power from the Jim Woodruff plant. 

This facility will be used as part of a major backbone transmission line to 
intertie the Jim Woodruff and Upper Columbia power plants. Through such an 
interconnection, the amount of firm power output at each of the projects will be 
significantly increased. 

Both the private power companies in this area, the Gulf Power Co. and the 
Alabama Power Co., are members of the Southern Co. group which through the 
Georgia Power Co. has made a bus bar buy-and-sell proposal whereby the prefer- 
enee customers would be denied the benefits to which they are legally entitled 
from the projects. 

(d) General plant.—Restoration of $40,000 for general plant, eliminated by 
House action, will provide the necessary funds to equip the additional personne! 
required for the construction program in the three basins. 


1953 BUDGET ESTIMATES 


Mr. Leavy. Mr. Chairman and gentlemen of the committee, in 
making our second annual appearance before this Appropriations 
Committee, Southeastern Power Administration is presenting for 
your consideration estimates that total $5,849,500. Of this amount, 
$760,000 for operation and maintenance expenses and $959,000 for 
a construction program were allowed us by the House. No increase 
in these items is requested. However, $2,130,000 for items disallowed 
by the House is asked to be restored. $3,260,500 for items disallowed 
by the House is not asked for restoration. 


MARKETING OF ELECTRIC POWER 


For 2 years, Southeastern Power Administration has been marketing 
power generated at reservoir projects under the control of the De part- 
ment of Army in the 10 Southeastern States. As vou know, section 5 
of the Flood Control Act of 1944 sets forth the requirements that 
we must follow in our disposal of federally generated power. Two 
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measures of our increasing responsibilities demonstrate the growth of 
our marketing program. First, the amount of power generated at 
Federal reservoir projects in our area is steadily increasing. Today, 
four hydroelectric power plants are producing 380,600 “kilowatts: 
during the fiscal year 1953, this amount will increase by over 100 
percent to 807,600 kilowatts as three new projects begin operation 
and capacity at two of the plants now in operation is increased. You 
can understand from these increasing figures that our agency will be 
making a substantial contribution to the power supply of the 10 
Southeastern States. 
POWER PLANTS 


Senator Haypen. What are the four plants that are now using 
power? 

Mr. Leavy. There are three plants in the Cumberland Basin, the 
Wolf Creek plant, the Dale Hollow plant, and the Center Hill plant. 
They are all in operation and that power is being sold to the Tennessee 
Valley Authority. They transmit it through their own system. 

Senator HaypEeNn. Those three, then, since there is but one purchaser 
do not require a great deal of superv ision? 

Mr. Leavy. That is true. The fourth plant in operation is the 
Allatoona plant, which is located near Atlanta. That power is being 
sold to the Georgia Power Co. at present. 

Senator HaypEN. The three new ones that come in, what are they? 

Mr. Leavy. The Philpott project, which is a relatively small plant 
located in the State of Virginia, the Kerr project, which is a large 
plant located near the Virginia-North Carolina line, and the Clark 
Hill plant, the largest of all the plants in the southeast, which is 
located on the Savannah River between Georgia and South Carolina. 

Senator Haypen. Those three will all produce power within the 
next fiscal year? 

Mr. Leavy. That is correct. 


REVENUES FROM POWER SALES 


The second measure of the growth of our program can be seen from 
the increasing revenues obtained from the sale of power. During 
fiscal year 1953, the amount of revenue collected and deposited to 
the Federal Treasury as a result of our marketing activities will more 
than double. A better idea of the yearly increases in our power sales 
can be gained from the following tabulation: 

PRT OE ss og corti choca seen ImKe aiale uae Ss wma $295, 700. 00 
RN RN oN gon Bes oct 5 Ga les Apsle inp os A bit aati waned A 1, 033, 881. 07 
PRRDRL WORE BUD oon ns en cennue ps Salis pile erecta atlanta ak camnnens yee S00. OO 


Sr NNN en os oe PLS cL ee Ss eaetancutanasedss 1 4, 030, 000. 00 
pL RIES 2 St Uc cc Decides a otis aed emieed 19, 300, 000. 00 


NON Se si ii ta akin ek ete ae Skocia Sdaccasccon Beg Sa eer 


1 Estimate 


Southeastern’s marketing area is large; the agencies to which we 
must accord preference in our marketing program number over 400; 
13 major private utilities have service areas in our territory. All of 
these factors have contributed to the complexity of our marketing 
program thus far. We have been systematically studying and analyz- 
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ing the requirements of our potential customers in order that we can 
carry out the congressional policies of most widespread use of federally 
generated power at the lowest possible costs consistent with sound 
business principles. We have been seeking proper arrangements with 
the private utilities for the use of their transmission fac ilities in bring- 
ing power to our preference customers. All of this has been the 
fundamental type work of survey, calculation, study, and negotiation, 
for which we have had only a limited staff and equipment to accom- 
plish the execution of our marketing responsibilities. 


OPERATION AND MAINTENANCE 


Although our marketing program will increase considerably due to 
the doubling of gene rating capacity and the doubling of our revenues, 
we are requesting only a very modest inc rease in our operation and 
maintenance expenses. At first glance, the $769,000 allowed us by 
the House would seem to be about a fourfold increase over the $200, 000 
allowed us last year by the Congress. However, as part of our opera- 
tion and maintenance request. this year, we have included $495,000 
for the purchase of power and the re .ntal of facilities to enable us to 
carry out the provisions of a wheeling and firming contract soon to 
be signed with a private utility. I shall explain this more in detail 
in a moment, but I wish to emphasize that our regular operation and 
maintenance request is only $49,000 more than we have this year. 
This small increase is all that is budgeted to provide for the much 
greater power marketing and system operation and maintenance 
activities which must acc ‘ompany the doubling of power to be marketed 
and revenues to be obtained during fiscal year 1953. 


NEGOTIATIONS WITH VEPCO 


Before I outline our construction requests for you, I should like to 
explain the status of our negotiations for a wheeling and firming con- 
tract with the Virginia Electric & Power Co. I consider it one of 
Southeastern’s major accomplishments since we appeared before you 
last year that we have been successful in reaching agreement with 
the Virginia company on the essential provisions for a contract to 
provide power from the Kerr project to preference customers in the 
companv’s service area in Virginia and North Carolina. This con- 
tract will adequately safeguard the entitlement under the law of pre- 
ferred agencies and, at the same time, provide the necessary wheeling 
and firming services essential to assure an economical operation of 
the project from the Government’s standnoint. Only a few minor 
technical details remain to be resolvei with the company before a 
final document is signed. We have every reason to believe that this 
execution can be within the next few weeks. Under the contract, 
the company must be paid a fair price for the use of its excess trans- 
mission capacity and for firming steam which will secure the maximum 
benefits from the rroject for preferred agencies. The funds to cover 
this rental of facilities and purchase of power are part of our oneration 
and maintenance request that I have already mentioned. Howev r, 
I wish to emvhasize again that the executed contract would be totally 
inoperative if the funds to cover rental and purchase were not granted. 
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Senator HaypeEn. In order to properly coordinate what you have 
to sell to the Virginia Electric & Power Co., they are to be paid for 
wheeling it to pre ferred customers? 

Mr. Leavy. That is correct. 

Senator Haypen. Is the money that you speak of, the operation 
money, recoverable in any way? 

Mr. Leavy. It is recoverable in that this arrangement will increase 
our revenues greatly from the project. It will make it possible for 
us to sell a great deal more firm generating capacity from the project 
and also make it possible for us to serve almost twice as much power 
to preferred agencies by firming up our power. 

Senator Haypen. The power at Kerr Dam is like that at hydro 
projects. It varies in different seasons of the year but if it is used 
by the Virginia Electric & Power Co. for firming up, vou have more 
firm power to sell over the course of the year? 

Mr. Leavy. That is correct. It varies not only from month to 
month but from year to year very widely. The Virginia company has 
very large steam-generating plants which can supply extra ene rev in 
those years that the power project is low in energy, that is, when the 
rainfall is low. 

By that means, we can sell on a firm basis to preferred agencies and 
to the company as well much more capacity and energy than we could 
otherwise sell. 

Senator Haypren. The advantage, I assume, to the company is 
that by obtaining the hvdro power at times when they have a demand 
for peak load, it will not be necessary for them to put in greater steam 
generation? 

Mr. Leavy. That is correct. 

Senator Haypen. And it will avoid investment of money. 

Mr. Leavy. They will save a very substantial investment under 
this arrangement that is proposed. 

Senator Haypren. That is why it is mutually advantageous? 

Mr. Leavy. That is correct. 


OPPOSITION BY OTHER COMPANIES TO VEPCO CONTRACT 


We are particularly glad to report our progress in our contract 
negotiations with VEPCO. However, we must frankly acknowledge 
that the cooperation given by this one company has been countered 
with hostilitv to such an arrangement on the part of most of the 
other companies in the area. 

Rather than consider our proposals as the Virginia company has 
done, these companies have insisted that Southeastern sell the power 
to them at the bus bars of the projects for the company resale to 
preference agencies who would remain the customers of the companies. 
These companies have insistently proclaimed that this hone nan 
would be a wheeling agreement most advantageous to the Government. 
We have steadfastly ‘refused this offer because we do not believe it 
would be a true wheeling agreement at all. Furthermore, it would 
result in a marketing arrangement inconsistent with the laws this 
Congress has established for us to follow. Neither do we believe this 
arrangement would conform with the power marketing policies of the 
Department of the Interior that we are committed to implement. 
I believe the gentlemen on this committee will understand why we 
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have not accepted proposals from these companies that would lead to 
marketing arrangements incompatible with law and established poli- 
cies. I believe you will agree with us that the new VEPCO contract 
is the desirable pattern to he followed in sec uring wheeling and firming 
agreements. 

CONSTRUCTION PROGRAM 


| have outlined the success we have had with the Virginia company 
versus the lack of success with most of the other companies of the 
area because an understanding of these negotiations is essential to a 
consideration of the proposed funds we are asking for our construc- 
tion program. Our original construction estimate for fiscal year 1953 
was $6,350,000. The committee will note that we are asking restora- 
tion of $2,130,000 in addition to the amount allowed by the House 
to bring our construction estimate to $3,089,500. But for over half 
of our original construction program, $3,260,500, no restoration is 
being asked. We are happy to tell you that this has been brought 
about by the success we have had in our negotiations with the Vir- 
ginia company. In our original budget request, we had asked for 
the $3,163,500 with which to initiate construction on over 225 miles 
of lines in Virginia. Under our wheeling contract, this construction 
will not be needed. This is an excellent example, we believe, of the 
savings that can accrue from the execution of proper system-wide 
whee Jing arrangements with the private companies. 

Of the $3,089,500 we are now requesting for our construction pro- 
gram, the items fall into three rather distinct categories. 


TRANSMISSION LINES TO PREFERENCE AGENCIES 


The first category includes three lines needed in South Carolina 
to move Clark Hill power to two large preference agencies that have 
generation and transmission systems of their own and who by written 
agreements have planned to integrate their operations with the 
Government’s hydro plant. These three facilities include: 

(1) The completion of a line to the Greenwood County Electric 
Power Commission; $869,500 is requested to provide for the comple- 
tion of this line so that the winter peak of this preference agency may 
be met. Southeastern has a contract to supply power to Greenwood 
at Greenwood, the Commission is expecting the power to be delivered 
over the line now under construction. 

(2) The construction of a line to Batesburg, S. C., is the second of 
the South Carolina facilities. One million and eighty-six thousand 
dollars is requested for this purpose. Southeastern has a written 
agreement covering the “gg of 40,000 kilowatts to the South Carolina 
Public Service Authority, a preference agency serving municipalities, 
16 rural electric cooperatives, and industrial loads. The authority 
has applied for some 45,000 additional kilowatts, and a contract cover- 
ing the entire 85,000 is expected to be signed very soon so that the 
power will be available to the authority as soon as initial generation 
begins at Clark Hill in October of this year. 

Senator Haypen. That South Carolina situation that you have out- 
lined so far deals entirely with these cooperatives? 

Mr. Leavy. That is correct. 

Senator Haypen. And no private utility is involved? 
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Mr. Leavy. No, both the Greenwood Commission and the public 
service authority are State agencies. 

Senator HaypEn. What did the House do about allowing that 
money to carry that over there? 


HOUSE ACTION 


Mr. Leavy. The House allowed the full amount for the completion 
of the line to Greenwood. That line is presently under construction. 
They did not allow any of the other transmission line items which we 
had requested. 

Senator Haypen. I am trying to differentiate between transmission 
lines that are necessary to connect with preferred customers who are 
ready, willing, and able to purchase that power, I assume, at the end 
of the transmission line, rather than a wheeling with private utilities. 

Mr. Leavy. All three of the South Carolina lines involve connec- 
tions with preferred agencies’ or public agencies systems. 

Senator Haypren. Do they also involve any connection with pri- 
vate utilities? 

Mr. Leavy. All three of them can connect with private utilities 
as well. 

The Greenwood line is being designed so that connection can be 
made with the Duke Power Co. at Greenwood if proper agreements 
are reached. The Batesburg line could be tied into the system of 
South Carolina Electric & Gas Co. and the third of these lines, which I 
will come to in a moment, the Hartsville line, is in that same category. 

Senator HaypEeN. You may proceed. 

Mr. Leavy. (3) The planning of a line from Clark Hill to Harts- 
ville is the final facility requested in South Carolina. This line will 
also serve the South Carolina Public Service Authority, and eventually, 
it will be operated as part of a 230 kilovolt interbasin tie line pro- 
viding the operational and economic benefits of integration. 

I might point out that this facility would also provide a connection 
with Carolina Light & Power Co. at Hartsville. 

The three South Carolina facilities each represent a line that needs 
to be built to fulfill a written commitment on the part of Southeastern. 
We believe the interest of the Government and the preference agencies 
concerned will best be served by Government construction because 
of the very nature of the functions to be performed by the lines. 


TRANSMISSION LINES TO PRIVATE UTILITY LOAD CENTERS 


The second general category of the facilities requested in our con- 
struction program calls for construction or planning of three lines from 
projects to load centers or private utilities in areas where private 
companies have refused to consider our wheeling proposals but have 
submitted in concert the same type proposal I have already described 
to you. Because the project generation dates are soon approaching 
and the possibility of monopolization of the projects, due to no avail- 
able means of transmission other than the private companies’ lines 
coming into the projects, is very real, we must nlan now for facilities 
to carry the power away from the projects. In accomplishing this, 
the three lines here requested will provide for dual purposes. They 
will be designed to carry power to company load centers in the event 
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proper system-wide wheeling agreements can be reached with the 
companies in the future. Failing in this, Southeastern can use the 
lines, with minimum extensions, to provide direct service to preference 
agencies. Thus, in any case, the Government will not be left at the 
bus bar at the mercy of the private companies who have the only 
facilities for taking the power out of the project and can by virtue of 
this dictate the terms on which the power can be sold. The three 
programed facilities in this category are: 


KERR-EASTERN SOUTH CAROLINA LINE 


(1) Construction start of a line out of the Kerr project into eastern 
North Carolina where 10 municipalities and 13 rural electric coopera- 
tives have made formal application to Southeastern for power. 
$450,000 is requested to begin construction on this facility. 

Senator HaypEN. My recollection is that money was provided in 
some degree for surveys and preparation of plans, specifications, so 
that this line could be built. 

Mr. Leavy. The Senate did allow money last year. However, that 
item was eliminated in conference. 

Senator Haypen. Then there is nothing that has been done up to 
now? 

Mr. Leavy. That is correct. 

Senator Haypen. Either to plan or survey or prepare plans and 
specifications? 

CLARK HILL-GREENWOOD LINE 


Mr. Leavy. Nothing whatever has been done on any facility except 
the Clark Hill-Greenwood line. That is the only facility for which we 
have received appropriations. 

(2) Construction of a line from Clark Hill project to Augusta, Ga., 
a load center of the Georgia Power Co., and a point from which direct 
facilities could be extended to preference customers if the company 
proves finally unwilling to make existing facilities available to the 
Government under an arrangement compatible with law. $479,000 
is requested for this facility. 


GEORGIA POWER COMPANY LINES 


Senator Haypen. Would it be alleged that this would be a parallel 
transmission line with lines already in existence owned by the Georgia 
Power Co.? 

Mr. Leavy. I think it is possible that it may be alleged, Senator, 
but it will not be the case. 

The transmissions facilities in Georgia are wholly inadequate to 
take what might be expected to be Georgia’ s share of the power out 
of that plant. There is one line only that goes on the Georgia 
side of the river near the project, and that line would be wholly 
incapable of taking out, if we assume Georgia had half of the project, 
140,000 kilowatts. 

It is clear someone is going to have to build some substantial 
transmission facilities in Georgia. 

Senator Haypen. | assume the company is certainly ready, willing, 
and able to build the necessary lines? 








50 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


Mr. Leavy. I am sure they are. The Georgia Power Co. has said 
that they are ready, willing, and able to build the lines, and to buy 
all the power at the bus bar. They have refused to wheel. The 
only arrangement they are willing to talk about is one which would 
mean that none of the preferred agencies could contract directly with 
the Government unless they could come right into the plant. The 
power company would take over the entire output at the bus bar, 
and then resell it themselves. That is their proposal, 


GOVERNMENT POWER TRANSMISSION TO PREFERENCE CUSTOMERS 


Senator Haypren. Would the rate of resale be equivalent in dollars 
and cents with what the Government could deliver the power to 
preferred customers, if it wheeled? 

Mr. Leavy. In my opinion, the rate would be cheaper if we wheeled, 
for th's reason: We are establishing a postage stamp rate that will 
cover the entire service area of the project. We have agreements 
with South Carolina preferred agencies that we will deliver at a given 
rate. That rate, of course, would have to be applied to the Georgia 
Power Co. if they purchased at the bus bar. Then they would add 
something to that rate when they resold to the preferred agencies, 
with the result that the preferred agencies would be paying a higher 
rate than our basic rate, which is applied in South Carolina. 

Senator HaypENn. The way you state it, then, a rural cooperat've 
in South Carolina actually would be able to obtain power on its lines 
at a less cost than a rural power company in Georgia? 

Mr. Leavy. That is true if the Georgia Power Co. proposal were 
accepted. 

[ might say that Augusta was selected as a line terminus since it is 
a load center of the Georgia Power Co., which is relatively near the 
project. It would mean that the Government could get power into 
the company’s system if it is willing to wheel and not be bottled up at 
the power plant, if the company is not willing to wheel. 


JIM WOODRUFF—TALLAHASSEE LINE 


(3) Planning for a line running eastward out of the Jim Woodruff 
project to Tallahassee, Fla. This facility will be to a load center of 
the Florida Power Corp. and can provide direct service, if necess: ry, 
to preference customers in the area. A memorandum of understand- 
ing was executed in February with the Seminole Electric Cooperative, 
a group of five rural electric cooperatives in North Central Florida 
who desire Jim Woodruff power. This line will help to fulfill this 
commitment. Only $25,000 to permit scheduled planning of the 
construction of this line is requested. 

Senator Haypen. When will the Jim Woodruff power be available 
for delivery to the cooperative? 

Mr. Leavy. Jim Woodruff is scheduled for July of 1954. 

Senator HaypreNn. This is a question of advanced planning? 

Mr. Leavy. That is correct. This involves no actual construction 
or use of materials. 
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PLANNING FUNDS FOR INTERCONNECTION 


The final category in our construction requests includes planning 
funds for a line running westward from the Jim Woodruff project to 
the Wiregrass Rural Electric Cooperative where it will connect with 
the Alabama Electric Cooperative, a generation and transmission 
cooperative serving seven municipalities and five cooperatives in 
southern Alabama. Southeastern has signed a written agreement to 
furnish 7,500 kilowatts of power to Alabama Electric Cooperative. 
This facility will be used not only to fulfill this commitment but also 
as a part of a major backbone transmission line to intertie the Jim 
Woodruff project and upper Columbia power plants. By providing 
for such an interconnection, the amount of firm power available at 
each of the projects can be substantially increased. $25,000 for 
planning purposes only is requested for this facility. 

Senator Haypen. The upper Columbia power plants are how far 
away from Jim Woodruff? 

Mr. Lams. About 55 miles. 

Senator Haypen. Where is upper Columbia? 

Mr. Lams. It is on the same river, sir, that Jim Woodruff is on. 

Senator Haypren. What is going on there now? 

Mr. Leavy. It is an authorized plant. There is no construction 
going on now but it is scheduled by the Corps of Engineers. Thus, we 
anticipate that it will be constructed in the reasonably near future, 

and we should, in our planning, start to develop our interties between 
these plants. 

Senator HaypeN. But until it is actually constructed by the Corps 
of Engineers, there is no power there now? 

Mr. Leavy. That is correct. 

Senator Haypen. All right. 


ANALYSIS OF COASTRUCTION PROGRAM 


Mr. Leavy. When our proposed construction program is analyzed, 
it can be seen that we have requested only 115 or 230 kilovolts back- 
bone transmission lines from the projects t o the load centers of our 
preference customers or to those of the principal private utility com- 
panies surrounding the projects from which we have been unable to 
secure proper agreements for transmitting power for the account of 
the Government. Southeastern will continue to attempt to secure 
the very best wheeling and firming agreements possible in our area. 
We are extremely hopeful that our expected contract with the Virginia 
company will be succeeded by a more receptive attitude on the part 
of the other companies. Our transmission program is designed to 
protect the interest of the Government in either event-——whether the 
other companies join the Virginia company in cooperation or whether 
thev continue their present concerted refusal to enter into negotiations 
for a proper agreement. Already, the construction of the lines to 
move power away from the projects either to preference customers or 
to company load centers has fallen behind the generation schedules 
of the projects. Therefore, if the preferential customers in the South- 
east are to obtain the benefits from the Federal projects to which the 
law gives them an entitlement, it is quite necessary that Southeastern 
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be permitted to initiate the construction program I have just outlined 
to you. 

Senator Haypen. Does Mr. Lamb desire to testify? 

Mr. Lamr. I have nothing further to add, unless you have some 
questions, Senator. 


HOUSE ALLOWANCE ON TRANSMISSION LINES 
Senator Haypewn. I have here a chart which indicates the several 
lines and the amounts asked for and the amounts allowed by the 
House. I think it should be included in the record. 


(The information referred to follows: ) 


Southeastern Power Admini.tration, 1958 construction program—Summary 











Reco™m- 
Apnpro- a be mended ile 
a Total priation, Amount Budax t by com. | Restoration 
Item Facility stivanted Ascal appro- | estimate, mittee | requested 
No, —s oo oe priated | fiscal year | by depart- 
Cost fexod to date 1953 |__ and ment 
1952 _— _ approved 
by House 
a (2) (3) (4) | (5) (6) (7) 
I. ROANOKE RIVER RASIN | | 
1, J. H. Kerr to Suffolk to | 
Prince Edwards $4, 711, 000 $97, 666 | $2, 864,000 Jechiel 0 
2 Suffolk to naval base 991, 000 7 | 70, 500 Suen oie 0 
3 J. H. Kerr to Vv. n. F. Coe. | | | 
Tie 100, 000 100, 000 nll 0 
4 J. H. Kerr to Altavista 2, 058, 000 125, 000 : 0 
5 | J. H. Kerr to Kinston 4, 933, 000 5 ds 450000 jn cccce-ss} $450, 000 
6 | Philpott to Appalachian 
Tie 4,000 ‘ } 4,000 ‘ a 0 
7 | Additional facilities: (fu- | | 
ture). ; caus 5, 027, 000 ; ene ; ; cane 0 
Subtotal 5: ..| 17,824, 000 : ; 97, 666 3, 613, 500 all 450, 000 
II]. SAVANNAH RIVER BASIN | | | 
Clark Hill to Greenwood_..| 1,172,000 | $302, 500 302, 500 869, 500 ; $869, 500 |____- ; 
2 | Clark Hill to Batesburg___.| 1, 086, 000 | Dodie pain ioe 1, 086, 000 ; | 1, 086, 000 
3 | Clark Hill to Aiken. ‘3 37. 000 et ee 37, 000 ee 0 
4 | Clark Hill to Hartsville_...| 4, 737.000 |..........|...-..._.. a, 25, 000 
5 | Clark Hill to Augusta ie 479. 000 479. 000 (a 479, 000 
Subtotal. .....- ..| 7,511,000 302, 500 | 2,496, 500 | 869, 500 1, 590, 000 
Ill, APALACHICOLA RIVER | | | | 
BAS!N } 
1 | Jim Woodruff to Talla- | 
hassee pene oh ee 100010 ti 25, 000 
2 | Jim Woodruff to Wiregrass 1, 144, 000 ee 25. 000 butiditilinins 25. 000 
Subtotal 2, 428. 000 siiplaina tele leesuke SB009 |. cnncsce 50. C00 
[V-1 | Preliminary engineering 
studies - on pe eee Ee 90. 000 90. 000 
V | General plant. .... Seta ie 100, 000 40. 000 
Grand total__._.. 27. 763,000 | 302,500 | 400,166 | 6,350,000 | 959, 500 2, 130. 00 


Mr. Leavy. I think, to briefly summarize all I have said about 
these lines, I might simply say that every line for which we have 
asked funds is located in an area where we have been unable to secure 
a proper system-wide wheeling and firming agreement. 
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The only place in which we have had any progress in that respect 
has been in the Virginia Electric & Power Co. area. We have good 
reason to believe that we will be able to secure an arrangement in 
connection with Philpott, with Appalachian Power Co. None of 
the facilities that we have requested are in the service areas of those 
companies. 

Senator Haypen. I think the record is quite clear. 

Mr. Leavy. Thank you, sir. 

Senator Haypren. Thank you, gentlemen. 

(Whereupon, at 11:40 a. m., Thursday, April 17, 1952, the hearing 
was recessed until 10 a. m., Monday, April 21, 1952.) 





